REPORT OF THE AUDITOR-GENERAL TO THE NORTERN CAPE PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON RENOSTERBERG LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I was engaged to audit the financial statements of the Renosterberg local municipality 
set out on pages ... to , which comprise the statement of financial position as at 30 
June 2014, the statement of financial performance, statement of changes in net assets, 
cash flow statement and budget statement for the year then ended, as well as the notes, 
comprising a summary of significant accounting policies and other explanatory 
information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and 
Division of Revenue Act of South Africa, 2013 (Act No. 2 of 2013) (DoRA) and for such 
internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on 
conducting the audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in terms thereof and International 
Standards on Auditing. Because of the matter described in the basis for disclaimer of 
opinion paragraph however, I was unable to obtain sufficient appropriate audit evidence 
to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Cash and cash equivalents 

4. During 2013 I was unable to obtain sufficient appropriate audit evidence about cash and 
cash equivalents. I was unable to confirm the cash and cash equivalents by alternative 
means. Consequently I was unable to determine whether any adjustment to cash and 
cash equivalents stated at R8 653 029 was necessary. My audit opinion on the financial 
statements for the period ended 30 June 2013 was modified accordingly. My opinion on 
the current period’s financial statements is also modified because of the possible effect 
of this matter on the comparability of the current period’s figures. 

5. I was unable to obtain sufficient appropriate audit evidence for cash and cash 
equivalents, as internal controls had not been established to manage direct deposits 
and direct payments before their initial entry in the financial records. I could not confirm 
whether all direct payments and deposits had been recorded by alternative means. 
Consequently, I was unable to determine whether any adjustment to cash and cash 
equivalents stated at R8 920 657 in the financial statements was necessary. 



Property, plant and equipment 

6. During 2013 I was unable to obtain sufficient appropriate audit evidence about property, 
plant and equipment. I was unable to confirm the property, plant and equipment by 
alternative means. Consequently I was unable to determine whether any adjustment to 
property, plant and equipment stated at R372 945 693 was necessary. My audit opinion 
on the financial statements for the period ended 30 June 2013 was modified 
accordingly. My opinion on the current period’s financial statements is also modified 
because of the possible effect of this matter on the comparability of the current period’s 
figures. 

7. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for additions due to the status of the accounting records. I was 
unable to confirm the additions by alternative means. Consequently, I was unable to 
determine whether any adjustments to the additions stated at R15 512 546 in the 
financial statements were necessary. 

8. Standards of Generally Recognised Accounting Practice, GRAP 17, Property, plant and 
equipment requires that property held for use in the production or supply of goods or 
services, for rental to others, or for administrative purposes be recognised as Property, 
plant and equipment. The municipality did not recognise property held for supply of 
goods or services and for rental to others amounting to R20 095 000 as Property, plant 
and equipment. Consequently, Property, plant and equipment is understated by 

R20 095 000 and Investment Property overstated by the same amount. Additionally, 
there is a consequential impact on the surplus for the period and the accumulated 
surplus. 

9. The municipality’s accounting records did not facilitate easy identification and location of 
assets recorded in the financial statements. As a result, Property, plant and equipment 
amounting to R387 121 257 included in the financial statements could not be verified. In 
addition, property, plant and equipment amounting to R6 300 481 were identified that 
are not in the name of the municipality that were recorded in the accounting records of 
the municipality. Consequently, I was unable to determine whether any adjustments 
relating property, plant and equipment balance of R370 418 665 as disclosed in note 8 
in the financial statements were necessary. 

10. The municipality did not capitalise all items of property, plant and equipment in 
accordance with GRAP 17 Property, plant and equipment. Completed projects were 
incorrectly recognised as Work in progress. Consequently, property, plant and 
equipment was understated and work in progress was overstated by R29 870 318. 
Additionally, there was a resultant impact on the surplus for the period and the 
accumulated surplus. 

Investment property 

11. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for investment property due to the lack of title deeds records. I was 
unable to confirm the investment property by alternative means. Consequently, I was 
unable to determine whether any adjustments to the investment property stated at 
R24 431 000 in the financial statements were necessary. 

12. Standards of Generally Recognised Accounting Practice, GRAP 16, Investment 
property requires that fair values of the investment property reflect market conditions at 
the reporting date. The municipality did not fair value the properties at reporting date. 
Consequently, Investment property is understated by an undeterminable amount. 
Additionally, there is a consequential impact on the surplus for the period and the 
accumulated surplus. 



Inventory 

13. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
inventory for the current and prior year due to the status of the accounting records. I 
was unable to confirm inventory by alternative means. Consequently, I was unable to 
determine whether any adjustment to inventory stated at R206 053 (2013: R251 710) in 
note 2 to the financial statements was necessary. 

Intangible assets 

14. During 2013 I was unable to obtain sufficient appropriate audit evidence about 
intangible assets. I was unable to confirm the intangible assets by alternative means. 
Consequently I was unable to determine whether any adjustment to intangible assets 
stated at R440 409 was necessary. My audit opinion on the financial statements for the 
period ended 30 June 2013 was modified accordingly. My opinion on the current 
period’s financial statements is also modified because of the possible effect of this 
matter on the comparability of the current period’s figures. 

Receivables from non-exchange transactions 

15. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
Receivable from non-exchange transactions for the current and prior year due to the 
status of the accounting records. I was unable to confirm receivables from non- 
exchange transactions by alternative means. Consequently, I was unable to determine 
whether any adjustment to receivables from non-exchange transactions stated at 

R2 088 428 (2013: R1 282 732) in note 4 to the financial statements was necessary. 

Receivables from exchange transactions 

16. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
Receivable from non-exchange transactions for the current and prior year due to the 
status of the accounting records. I was unable to confirm receivables from non- 
exchange transactions by alternative means. Consequently, I was unable to determine 
whether any adjustment to receivables from non-exchange transactions stated at 

R1 755 853 (2013: R565 794) in note 3 to the financial statements was necessary. 

Vat receivables 

17. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of Vat 
Receivable for the current and prior year due to the status of the accounting records. I 
was unable to confirm vat receivables by alternative means. Consequently, I was unable 
to determine whether any adjustment to vat receivables stated at R6 388 255 (2013: 

R2 579 657) in note 5 to the financial statements was necessary. 

Payables from exchange transactions 

18. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
payables from exchange transactions for the current and prior year due to the status of 
the accounting records. I was unable to confirm payables from exchange transactions 
by alternative means. Consequently, I was unable to determine whether any adjustment 
to payables from exchange transactions stated at R42 295 232 (2013: R18 234 895) in 
note 13 to the financial statements was necessary. 



Consumer deposits 

19. I was unable to obtain sufficient appropriate audit to confirm the balance of consumer 
deposits for the current and prior year, due to the status of the accounting records. I was 
unable to confirm the consumer deposits by alternative means. Consequently, I was 
unable to determine whether any adjustment to consumer deposits stated at R242 295 
(2013: R188 719) in the financial statements was necessary. 

Employee benefits liability 

20. During 2013 I was unable to obtain sufficient appropriate audit evidence about 
employee benefits liability. I was unable to confirm the employee benefits liability by 
alternative means. Consequently I was unable to determine whether any adjustment to 
employee benefits liability stated at R3 767 457 was necessary. My audit opinion on the 
financial statements for the period ended 30 June 2013 was modified accordingly. My 
opinion on the current period’s financial statements is also modified because of the 
possible effect of this matter on the comparability of the current period’s figures. 

21. The municipality did not have employment contracts with its employees and I was 
unable to obtain sufficient appropriate audit evidence regarding employees entitled to 
post-retirement benefits liability. I was unable to confirm retirement benefit liabilities by 
alternative means. Consequently I was unable to determine whether any further 
adjustments to retirement benefit liabilities stated at R4 539 575 in the financial 
statements were necessary. 

Unspent Conditional Grants and Receipts 

22. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
unspent conditional grants and receipts for the current and prior year, due to the status 
of the accounting records. I was unable to confirm the unspent conditional grants and 
receipts by alternative means. Consequently, I was unable to determine whether any 
adjustment to unspent conditional grants and receipts stated at R6 321 310 (2013: 

R10 799 910) in the financial statements was necessary. 

Non-current provisions 

23. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
provisions for the current and prior year, due to the status of the accounting records. I 
was unable to confirm the provisions by alternative means. Consequently, I was unable 
to determine whether any adjustment to provisions stated at Rll 706 692 (2013: 

Rll 262 121) in the financial statements was necessary. 

Accumulated surplus 

24. I was unable to obtain sufficient appropriate audit evidence to confirm the balance of 
accumulated surplus amounting to R348 688 447 (2013: R365 688 953) as disclosed in 
the statement of financial position and in the statement of changes in net assets due to 
the limitation on other balances in the statement of financial position. The municipality’s 
records and information available did not permit the application of alternative 
procedures. Consequently, I was unable to determine whether any further adjustments 
were necessary to the amount disclosed for accumulated surplus. 

Revenue from exchange transactions 

25. I was unable to obtain sufficient appropriate audit evidence for revenue from exchange 
transactions, as revenue from exchange transactions were presented for audit purposes 
without accurate and complete underlying accounting records. I was unable to audit the 
revenue from exchange transactions by alternative means. Consequently, I was unable 
to determine whether any adjustment relating to revenue from exchange transactions 
stated at R4 230 021(2013: R1 769 477) was necessary. 



Revenue from non-exchange transactions 

26. I was unable to obtain sufficient appropriate audit evidence for revenue from non- 
exchange transactions for the current and prior year due to the status of the accounting 
records. I was unable to audit the revenue from non-exchange transactions by 
alternative means. Consequently, I was unable to determine whether any adjustment to 
revenue from non-exchange transactions stated at R19 491 887 (2013: R1 769 477) 
was necessary. 

Employee related cost 

27. I was unable to obtain sufficient appropriate audit evidence about employee related 
costs for the current and prior year due to the status of the accounting records. I was 
unable to confirm employee related costs by alternative means. Consequently, I was 
unable to determine whether any further adjustment to the employee related cost stated 
at R14 783 224 (2013: R15 913 053) in the financial statements was necessary. 

Expenditure 

28. I was unable to obtain sufficient appropriate audit evidence for expenditure for the 
current and prior year due to the status of the accounting records. I was unable to audit 
the expenditure by alternative means. Consequently, I was unable to determine whether 
any adjustment to expenditure stated at R24 745 394 (2013: R18 701 066) was 
necessary. 

Irregular expenditure 

29. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for all irregular expenditure due to the lack of supporting evidence 
and a lack of a proper system of internal control to identify, support and account for 
irregular expenditure. I was unable to confirm the amount disclosed by alternative 
means. Consequently, I was unable to determine whether any further adjustments were 
necessary to the amount disclosed for irregular expenditure. 

Unauthorised expenditure 

30. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for all unauthorised expenditure due to the lack of supporting 
evidence and a lack of a proper system of internal control to identify, support and 
account for unauthorised expenditure. I was unable to confirm the amount disclosed by 
alternative means. Consequently, I was unable to determine whether any further 
adjustments were necessary to the amount disclosed for unauthorised expenditure. 

Commitments 

31. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for commitments for the current and prior year due to the lack of 
supporting evidence and a lack of a proper system of internal control to identify, support 
and account for commitments. I was unable to confirm commitments by alternative 
means. Consequently, I was unable to determine whether any adjustment to 
commitments stated at R23 980 746 (2013: R38 723 643) in note 43 to the financial 
statements was necessary. 

Contingent liabilities 

32. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for contingent liabilities for the current and prior year due to the lack 
of supporting evidence and a lack of a proper system of internal control to identify, 
support and account for contingent liabilities. I was unable to confirm contingent 
liabilities by alternative means. Consequently, I was unable to determine whether any 
adjustment to contingent liabilities stated at R10 000 000 (2013: R10 000 000) in note 
47 to the financial statements was necessary. 



Related parties 

33. I was unable to obtain sufficient appropriate audit evidence that management has 
properly accounted for all related parties due to the lack of supporting evidence and a 
lack of a proper system of internal control to identify, support and account for related 
parties. I was unable to confirm the amount disclosed by alternative means. 
Consequently, I was unable to determine whether any further adjustments were 
necessary to the amount disclosed for related parties. 

Cash flow statement 

34. The SA Standards of GRAP, GRAP 2, Cash flow statements requires that the 
municipality summaries the entity’s operating, investing and financing activities. I was 
unable to confirm whether the cash flow statement and the related notes are fairly 
stated due to the material effect of the scope limitation and identified misstatements as 
reported in this report. 

Statement of comparison of budget and actual amounts 

35. SA Standards of GRAP, GRAP 24 Presentation of Budget Information in Financial 
Statements requires that the municipality present separately by way of a note 
disclosure, an explanation of material differences between the budget for which the 
entity is held publicly accountable and actual amounts. The municipality did not present 
explanation for material differences between budget and actual amounts as required by 
GRAP 24. 


Disclaimer of opinion 

36. Because of the significance of the matter described in the basis for disclaimer of opinion 
paragraph, I have not been able to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. Accordingly, I do not express an opinion on the 
financial statements. 

Emphasis of matters 

37. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Significant uncertainties: Unlicensed landfill sites 

38. With reference to note 47 to the financial statements, the municipality operated three 
unlicensed landfill sites in Van der Kloof, Petrusville and Philipstown. In accordance with 
section 68(1) of the National Environmental Management: Waste Act, 2008 (Act No. 59 
of 2008), a person convicted of an offence referred to in section 67(l)(a), (g) or (h) is 
liable to a fine not exceeding RIO 000 000 or to imprisonment for a period not 
exceeding 10 years, or to both such fine and such imprisonment, in addition to any other 
penalty or award that may be imposed or made. 

Restatement of corresponding figures 

39. As disclosed in note 35 to the financial statements, the corresponding figures for 30 
June 2013 have been restated as a result of an error discovered during 2014 in the 
financial statements of the municipality at, and for the year ended, 30 June 2013. 

Material impairments 

40. As disclosed in note 28 to the financial statements, material losses to the amount of 
R17 034 137 were incurred as a result of impairment of consumer debtors. 



Financial sustainability 

41. The statement of financial position indicates that the Renosterberg Municipality’s current 
liabilities exceeded its total current assets by R30 026 904 which may indicate the 
existence of a material uncertainty that may cast significant doubt on the municipality’s 
ability to operate as a going concern. It affects the municipality’s ability to meet its short 
term commitments and thus negatively impacting service delivery. 


ADDITIONAL MATTER PARAGRAPHS 

42. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Unaudited supplementary schedules 

43. The supplementary information set out in appendix A to H does not form part of the 
financial statements and is presented as additional information. We have not audited 
these schedules and accordingly. I do not express an opinion thereon. 

Unaudited disclosure notes 

44. In terms of section 125(2) (e) of the MFMA the municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financial statements and accordingly I do not express an opinion 
thereon. 

Withdrawal from the audit engagement 

45. Due to the limitation imposed on the scope of the audit by management, I have 
disclaimed my opinion on the financial statements. But for the legislated requirement to 
perform the audit of the municipality, I would have withdrawn from the engagement in 
terms of the ISAs. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

46. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings on the reported performance information against predetermined 
objectives for selected development priorities or objectives presented in the annual 
performance report, non-compliance with legislation as well as internal control. The 
objective of my tests was to identify reportable findings as described under each 
subheading but not to gather evidence to express assurance on these matters. 
Accordingly, I do not express an opinion or conclusion on these matters. 

Predetermined objectives 

47. I am unable to report on the usefulness and reliability of the performance information, as 
the annual performance report of the municipality was not prepared as required by 
section 46 of the MSA and section 121(3)(c) of the MFMA. 



Compliance with legislation 

48. I performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My findings on material non-compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA are as follows: 

Strategic planning and performance management 

49. The local community was not consulted, neither by means of a municipal wide structure 
for community participation nor through a forum that enhances community participation 
in drafting and implementing the Integrated development plan (IDP), as required by 
section 28 of the MSA and Municipal planning and performance management 
regulation 15(l)(a)(i). 

50. The local community was not afforded the opportunity to comment on the final draft of 
the integrated development plan(IDP) before adoption, as required by section 42 of the 
MSA and Municipal planning and performance management regulation 
9,(13(l),(13(4)(c) and 15(3). 

51. The municipality did not give effect to its integrated development plan and conduct its 
affairs in a manner which was consistent with its integrated development plan, as 
required by section 36 of the MSA, section 21(2)(a) of the MFMA and Municipal 
planning and performance management regulation 6. 

52. The integrated development plan (IDP) was not annually reviewed based on the 
assessment of its performance measurements and changing circumstances, as required 
by section 34 of the MSA and Municipal Planning and Performance Management 
Regulation 3 and 11. 

53. The municipality did not establish a performance management system, as required by 
section 38(a) of the Municipal Systems Act. 

54. The performance of the municipality were not assessed during the first half of the 
financial year, as required by section 72(l)(a)(ii) of the MFMA. 

55. The annual performance report for the financial year under review was not prepared, as 
required by section 46 of the MSA and section 121(3)(c) of the MFMA. 

56. The performance management system and related controls were not in place, as 
required by sections 38 of the MSA and regulation 7 of the Municipal planning and 
performance management regulations. 

Budgets 

57. Because of the limitations experienced during the audit in that the financial statements 
amounts could not be tied to the underlying records, it could not be determined whether 
or not expenditure was incurred in accordance with the approved budget or was 
incurred in excess of the limits of the amounts provided for in the votes of the approved 
budget, in contravention of section 15 / 87(8) of the Municipal Finance Management Act. 



Financial statements, performance and annual reports 

58. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122 of the Municipal Finance 
Management Act. Material misstatements of capital assets, current assets, liabilities, 
revenue, expenditure and disclosure items identified in the submitted financial 
statements were not adequately corrected and the supporting records was not provided 
subsequently, which resulted in the financial statements receiving a disclaimer audit 
opinion. 

59. Financial statements were not submitted for auditing within two months after the end of 
the financial year, as required by section 126(1) (a) of the Municipal Finance 
Management Act. 

60. Late submission of the annual financial statements to the Auditor-General for auditing 
was not appropriately addressed by the mayor and/or municipal council, as required by 
section 133(1) of the Municipal Finance Management Act. 

61. Sufficient audit evidence could not be found that the 2012/13 annual report was tabled 
in the municipal council within seven months after the end of the financial year, as 
required by section 127(2) of the Municipal Finance Management Act. 

62. Sufficient audit evidence could not be found that the a written explanation was submitted 
to council setting out the reasons for the delay in the tabling of the 2012/13 annual 
report in the council, as required by section 127(3) and 133(l)(a) of the Municipal 
Finance Management Act. 

63. Sufficient audit evidence could not be found that the oversight report, containing 
comments on the annual report, was adopted by council within two months from the 
date on which the 2012/13 annual report was tabled, as required by section 129(1) of 
the Municipal Finance Management Act. 

Audit committees 

64. The audit committee did not advise the council on matters relating to internal financial 
control and internal audits, risk management, accounting policies, effective governance, 
performance management and performance evaluation as required by section 166(2)(a) 
of the Municipal Finance Management Act. 

65. The audit committee did not advise the council on matters relating to the adequacy, 
reliability and accuracy of financial reporting and information, as required by section 
166(2)(a)(iv) of the Municipal Finance Management Act. 

66. The audit committee did not advise the council on matters relating to compliance with 
legislation, as required by section 166(2)(a)(vii) of the Municipal Finance Management 
Act. 

67. The audit committee did not review the annual financial statements to provide the 
council with an authoritative and credible view of the financial position of the 
municipality, its efficiency and effectiveness and its overall level of compliance with 
legislation, as required by section 166(2)(b) of the Municipal Finance Management Act. 

68. The audit committee did not respond to the council on the issues raised in the audit 
reports of the Auditor-General, as required by section 166(2)(c) of the Municipal Finance 
Management Act. 

69. The audit committee did not review the municipality’s performance management system 
and make recommendations to the council, as required by Municipal Planning and 
Performance Management Regulation 14(4)(a)(ii). 



70. The audit committee did not review the quarterly internal audit reports on performance 
measurement, as required by Municipal planning and performance management 
regulation 14(4)(a)(i). 

71. The audit committee did not submit, at least twice during the financial year, an audit 
report on the review of the performance management system to the council, as required 
by Municipal planning and performance management regulation 14(4)(a)(iii). 

72. The audit committee did not meet at least four times a year, as required by section 
166(4)(b) of the Municipal Finance Management Act. 

Procurement and contract management 

73. Sufficient appropriate audit evidence could not be obtained that all contracts and 
quotations were awarded in accordance with the legislative requirements and a 
procurement process which is fair, equitable, transparent and competitive, as all the 
necessary supporting documentation requested was not provided. 

74. Sufficient appropriate audit evidence could not be obtained that goods and services with 
a transaction value of below R200 000 were procured by means of obtaining the required 
price quotations, as required by SCM regulation 17(a) & (c). 

75. Sufficient appropriate audit evidence could not be obtained that quotations were 
accepted from prospective providers who are not registered on the list of accredited 
prospective providers and do not meet the listing requirements prescribed by the SCM 
policy in contravention of SCM regulation 16(b) and 17(b). 

76. Sufficient appropriate audit evidence could not be obtained that goods and services of a 
transaction value above R500 000 were procured by means of inviting competitive bids 
and/ or that deviations approved by the accounting officer were only if it was impractical 
to invite competitive bids, as required by SCM regulation 19(a) and 36(1). 

77. Sufficient appropriate audit evidence could not be obtained that bid specifications for 
procurement of goods and services through competitive bids were drafted in an unbiased 
manner that allowed all potential suppliers to offer their goods or services, as per 
required by SCM regulation 27(2)(a). 

78. Sufficient appropriate audit evidence could not be obtained that bid specifications were 
drafted by bid specification committees which were composed of one or more officials of 
the municipality as required by SCM regulation 27(3). 

79. Sufficient appropriate audit evidence could not be obtained that invitations for 
competitive bidding were advertised for a required minimum period of days, as required 
by SCM regulation 22(1) & 22(2). 

80. Sufficient appropriate audit evidence could not be obtained that invitations for 
competitive bidding were advertised for a required minimum period of days, as required 
by SCM regulation 22(1) & 22(2). 

81. Sufficient appropriate audit evidence could not be obtained that bids were evaluated by 
bid evaluation committees which were composed of officials from the departments 
requiring the goods or services and at least one SCM practitioner of the municipality as 
required by SCM regulation 28(2). 

82. Sufficient appropriate audit evidence could not be obtained that contracts and quotations 
were awarded to bidders based on points given for criteria that were stipulated in the 
original invitation for bidding and quotations, as required by SCM Regulations 21(b) and 
28(l)(a) and Preferential Procurement Regulations. 

83. Sufficient appropriate audit evidence could not be obtained that bid adjudication was 
always done by committees which were composed in accordance with SCM regulation 
29(2). 



84. Awards were made to bidders other than those recommended by the bid evaluation 
committee without ratification by the accounting officer, as required by SCM regulation 
29(5)(b). 

85. Sufficient appropriate audit evidence could not be obtained that councillors of the 
municipality participated in committees evaluating or approving tenders/quotations OR 
attended meetings of committees evaluating or approving tenders/quotations, in 
contravention of section 117 of the MFMA 

86. Sufficient appropriate audit evidence could not be obtained that the preference point 
system was applied in all procurement of goods and services above R30 000 as required 
by section 2(a) of the Preferential Procurement Policy Framework Act and SCM 
regulation 28(l)(a). 

87. Sufficient appropriate audit evidence could not be obtained that contracts and quotations 
were awarded to suppliers based on preference points that were allocated and 
calculated in accordance with the requirements of the Preferential Procurement Policy 
Framework Act and its regulations. 

88. Sufficient appropriate audit evidence could not be obtained that contracts and quotations 
were awarded to bidders that scored the highest points in the evaluation process, as 
required by of section 2(l)(f) of Preferential Procurement Policy Framework Act. 

89. Sufficient appropriate audit evidence could not be obtained that contracts and quotations 
were awarded only to bidders who submitted a declaration on whether they are 
employed by the state or connected to any person employed by the state, as required by 
SCM regulation 13(c). 

90. The prospective providers list for procuring goods and services through quotations was 
not updated at least quarterly to include new suppliers that qualify for listing, and 
prospective providers were not invited to apply for such listing at least once a year as per 
the requirements of SCM regulation 14(l)(a)(ii) and 14(2). 

91. The municipality did not implement an SCM policy as required by section 111 of the 
MFMA. 

Human resource management and compensation 

92. The municipality did not develop and adopt appropriate systems, policies and 
procedures to monitor; measure and evaluate performance of staff in contravention of 
MSA sec 67(d). 

93. The municipality did not submit a report on compliance with prescribed competency 
levels to the National Treasury and relevant provincial treasury as required by the 
Regulations on Minimum Competency Levels regl4(2)(a). 

94. The annual report of the municipality did not reflect information on compliance with 
prescribed minimum competencies as required by the Regulations on Minimum 
Competency Levels Regulations 14(2)(b) and 14(3). 

Expenditure management 

95. Sufficient appropriate audit evidence could not be obtained that money owed by the 
municipality had always been paid within 30 days, as required by section 65(2)(e) of the 
Municipal Finance Management Act. 

96. Sufficient appropriate audit evidence could not be obtained that payments or withdrawals 
from the municipality's bank account were approved by the accounting officer or a 
properly authorised official, as required by section 11(1) of the Municipal Finance 
Management Act. 



97. Sufficient appropriate audit evidence could not be obtained that an effective system of 
expenditure control, including procedures for the approval, authorisation, withdrawal or 
payment of funds, was in place, as required by section 65(2)(a) of the Municipal Finance 
Management Act. 

98. Sufficient appropriate audit evidence could not be obtained that an adequate 
management, accounting and information system was in place which recognised 
expenditure when it was incurred; accounted for creditors and accounted for payments 
made, as required by section 65(2)(b) of the Municipal Finance Management Act. 

99. Sufficient appropriate audit evidence could not be obtained that reasonable steps were 
taken to prevent unauthorised expenditure, irregular expenditure and fruitless and 
wasteful expenditure, as required by section 62(l)(d) of the Municipal Finance 
Management Act. 

Conditional grants received 

100. Sufficient appropriate audit evidence could not be obtained that the Municipal 
Infrastructure Grant allocation was spent in accordance with the applicable grant 
framework, in terms of section 16(1) of the Division of Revenue Act. 

101. The municipality did not evaluate its performance in respect of programmes or 
functions funded by the Municipal Infrastructure Grant allocation, as required by 
section 12(5) of the Division of Revenue Act. 

102. Municipal Infrastructure Grant funds were retained or rollover to the next financial year 
without seeking the approval of the National Treasury, as required by sections 21(1) of 
the Division of Revenue Act. 

103. Sufficient appropriate audit evidence could not be obtained that the Municipal Systems 
Improvement Grant allocation was spent in accordance with the applicable grant 
framework, in terms of section 16(1) of the Division of Revenue Act. 

104. The municipality did not evaluate its performance in respect of programmes or 
functions funded by the Municipal Systems Improvement Grant allocation, as required 
by section 12(5) of the Division of Revenue Act. 

105. Municipal Systems Improvement Grant funds were retained or rollover to the next 
financial year without seeking the approval of the National Treasury, as required by 
sections 21(1) of the Division of Revenue Act. 

106. Sufficient appropriate audit evidence could not be obtained that the Local Government 
Financial Management Grants allocation was spent in accordance with the applicable 
grant framework, in terms of section 16(1) of the Division of Revenue Act. 

107. The municipality did not evaluate its performance in respect of programmes or 
functions funded by the Local Government Financial Management Grant allocation, as 
required by section 12(5) of the Division of Revenue Act. 

108. Local Government Financial Management Grant funds were retained or rolled-over to 
the next financial year without seeking the approval of the National Treasury, as 
required by sections 21(1) of the Division of Revenue Act. 

Revenue management 

109. Sufficient audit evidence could not be obtained that interest had been charged on all 
accounts in arrears, as required by section 64(2)(g) of the Municipal Finance and 
Management Act. 

110. Sufficient appropriate audit evidence could not be obtained whether an adequate 
management, accounting and information system which accounts for revenue, debtors 



and receipts of revenue was in place, as required by sections 64(2)(e) and 97(h) of the 
Municipal Finance Management Act. 

111. Sufficient appropriate audit evidence could not be obtained whether an effective 
system of internal control for debtors and revenue was in place, as required by 
sections 64(2)(f) and 97(e) of the Municipal Finance Management Act. 

112. Sufficient appropriate audit evidence could not be obtained that revenue due to the 
municipality was calculated on a monthly basis, as required by sections 64(2)(b) and 
97(e) of the Municipal Finance Management Act. 

113. Sufficient appropriate audit evidence could not be obtained that accounts for municipal 
tax and charges for municipal services and service charges were prepared on a 
monthly basis, as required by sections 64(2)(c) and 97(f) of the Municipal Finance 
Management Act. 

Asset management 

114. An adequate management, accounting and information system which accounts for 
assets was not in place, as required by section 63(2)(a) and 96(2)(a) of the Municipal 
Finance Management Act. 

115. An effective system of internal control for assets, including an asset register, was not 
in place, as required by section 63(2)(c) and 96(2)(b) of the Municipal Finance 
Management Act. 

116. The municipality did not establish an investment policy that was adopted by council, as 
required by section 13(2) of the Municipal Finance Management Act and Municipal 
investment regulation 3(l)(a) and 3(2). 

Consequence management 

117. Unauthorised, Irregular, Fruitless and wasteful expenditure incurred by the municipality 
was not investigated to determine if any person is liable for the expenditure, as 
required by sections 32(2)(a)(ii) and 102(1) of the Municipal Finance Management Act. 

118. Sufficient appropriate audit evidence could not be obtained to determine whether the 
authorisation of unauthorised expenditure was done through an adjustment budget, as 
required by section 32(2)(a)(i) of the Municipal Financial Management Act. 

119. Sufficient appropriate audit evidence could not be obtained that the council always 
reported to the South African Police Service cases of alleged irregular expenditure that 
constituted a criminal offence, as required by sections 32(6); 32(7) and 102(2) of the 
Municipal Finance Management Act. 

120. Sufficient appropriate audit evidence could not be obtained whether allegations of 
fraud, corruption, favouritism, unfair or irregular practice or failure to comply with the 
supply chain management system laid against officials and other role players were 
investigated by the accounting officer and appropriate action was taken against the 
officials or role players concerned, as required by Municipal supply chain management 
regulation 38(l)(b). 

121. Sufficient appropriate audit evidence could not be obtained whether allegations of 
theft, fraud, extortion, forgery or uttering a forged document which exceeded R100 000 
were reported to the South African Police Service, as required by section 34(1) of the 
Prevention and Combating of Corrupt Activities Act. 

122. Sufficient appropriate audit evidence could not be obtained whether the accounting 
officer always reported cases of alleged criminal conduct to the South African Police 
Service, as required by Municipal supply chain management regulation 28(l)(b). 



123. Sufficient appropriate audit evidence could not be obtained whether any allegations of 
financial misconduct against senior managers were always tabled before council, as 
required by Disciplinary regulations for senior managers 5(2). 

124. Sufficient appropriate audit evidence could not be obtained whether investigations 
were instituted into all allegations of financial misconduct against officials of the 
municipality, as required by sections 171(4)(a) and 172(3)(a) of the Municipal Finance 
Management Act. 

125. Sufficient appropriate audit evidence could not be obtained whether disciplinary 
proceedings were instituted against officials of the municipality, when investigations 
warranted such a step, as required by sections 171(4)(b) and 172(3)(b) of the 
Municipal Finance Management Act. 

126. Sufficient appropriate audit evidence could not be obtained whether cases of financial 
misconduct which constituted a crime were always reported to the South African Police 
Service, as required by sections 62(l)(e) and 95(f) of the Municipal Finance 
Management Act. 

Internal control 


127. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
limited to the significant deficiencies that resulted in the basis for disclaimer of opinion, 
the findings on the annual performance report and the findings on non-compliance with 
legislation included in this report. 

Leadership 

128. The leadership did not have the appropriate level of management to implement and 
monitor the good practices as well as compliance with laws and regulations. 

129. The leadership did not have proper structures in place to exercise oversight in terms of 
the reviews of the reports and underlying records. 

130. The municipality did not provide the mentoring and training needed to attract, develop, 
and retain sufficient and competent personnel and outsourced service providers to 
support the achievement of objectives. 

131. Leadership did not establish and communicate policies and procedures to enable and 
support understanding and execution of internal control objectives, processes and 
responsibilities. 

132. The municipality, through consultants, developed a plan to address internal and 
external audit findings; however, the appropriate level of management did not 
implement the plan. 

133. Even though the IT governance framework and the risk management activities were 
established, it only relates to the adequate design of the framework itself. 

Financial and performance management 

134. Management did not implement proper record keeping in a timely manner to ensure 
that complete, relevant and accurate information is accessible and available to support 
financial and performance reporting. 

135. Management did not implement controls over daily and monthly processing and 
reconciling of transactions. 

136. Management did not prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information. 



137. Management did not review and monitor compliance with applicable laws and 
regulations. 

138. The weaknesses within IT security management, user account management, program 
change management and IT service continuity were not addressed as previously 
reported due to the fact that the municipal organisation structure did not make 
provision for a competent and skilled IT division to maintain and prioritise all IT related 
matters as the budget was not made available. 

Governance 

139. The municipality did not conduct risk management activities. There is not personnel 
assigned to conduct risk assessments on a regular basis and therefore there was no 
risk strategy that was developed, implemented and monitored. Consultants compiled a 
plan to address external audit findings but it was not implemented during the year. 

140. The absence of the audit committee and instability in the accounting officer’s position 
affected the internal audit as they had no support for the implementation of the audit 
plan. The audit committee was not there to oversee the implementation of the plans. 
The accounting officer did not have personnel at appropriate levels to implement the 
findings and work with the internal audit. 

141. The audit committee did not hold any meetings for the year under review and were not 
available to discharge their oversight responsibilities. The municipal council did not 
follow up on the availability of the committee members for the year. 


Kimberley 
10 February 2015 
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